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allocation of TAT if the State receives revenue replacement of TAT from the American 
Rescue Plan Act.   

 
Thank you for the opportunity to testify on H.B. 321, H.D.1.  Should you have any 

questions, please contact me at 768-3901. 
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March 23, 2021 

TESTIMONY OF MICHAEL P. VICTORINO 
MAUI COUNTY MAYOR 
 
BEFORE THE SENATE COMMITTEE ON WAYS AND MEANS  
Wednesday, March 24, 2021, 10:00 a.m. 
Conference Room 211 
 
HB321 HD1 PROPOSED SD1 RELATING TO TRANSIENT ACCOMODATIONS TAX 
Honorable Donovan M. Dela Cruz, Chair 
Honorable Gilbert S.C. Keith-Agaran, Vice Chair 
Honorable members of the Committee on Ways and Means 
-------------------------------------------------------------------------------------------------- 
Thank you for the opportunity to testify in OPPOSITION to HB321 PROPOSED SD1. 
 
This bill repeals the allocation of excess transient accommodations tax revenues to the 
Turtle Bay conservation easement special fund, for development and implementation of 
initiatives to take advantage of expanded visa programs and increased travel 
opportunities for international visitors to Hawaii, for the operation of a Hawaiian center 
and the museum of Hawaiian music and dance, to the tourism special fund for a safety 
and security budget, to the counties, and to the special land and development 
fund.  Makes the allocations to the convention center enterprise special fund and 
tourism special fund unspecified amounts. 
 
Additionally, the proposed measure will allow for Counties to establish and collect 
surcharge on TAT.  Our current taxes and fees already make us one of the highest visitor 
tax rates in the nation.   
 
The original purpose of the TAT was to help the counties fund visitor-related expenses 
based on a percentage of earned revenue. While recognizing the devastating impacts  the 
pandemic has had on our State overall, I humbly request continued support of TAT 
funding to help Maui County with the associated costs in providing public services to 
residents and visitors, without adding a surcharge to the existing TAT. 
 
Since the State and the counties serve the same constituents, it is important that we 
continue to work as partners in meeting the needs of our communities. As demand for 
services is ever increasing (and so is the cost of those services), it is equally important 
that revenue be appropriately shared so that the needs of our residents and visitors can 
be met to the best of our combined abilities. 
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Thank you for allowing me to testify in OPPOSITION to HB321 HD1, PROPOSED SD1. 
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2019, a sum that represents the difference between a county public 
employer's annual required contribution for the separate trust fund 
established under section 87A-42 and the amount of the county public 
employer's contributions into that trust fund shall be retained by the state 
director of finance and deposited to the credit of the county public 
employer's annual required contribution into that trust fund in each fiscal 
year, as provided in section 87A-42, if the respective county fails to remit 
the total amount of the county's required annual contributions, as required 
under section 87A-43;] and  

Thank you for the opportunity to testify on H.B. 321,HD1, PROPOSED SD1, and 
considering the recommended change. 
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https://wallethub.com/edu/state-taxpayer-roi-report/3283
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FAIRMONT ORCHID, HAWAI`I 

One North Kaniku Drive 
Kohala Coast, Hawaii USA 96743 
T +1 808 885 2000  F +1 808 885 5778  

 

March 22, 2021 

 
Senator Donovan Dela Cruz, Chair  
Senator Gilbert Keith-Agaran, Vice Chair  
Senate Ways and Means Committee  
Hawaii State Legislature  
 
RE: Opposition to HB321 HD1 SD1   
 
Aloha Senator Dela Cruz, Senator Keith-Agaran and Members of the Ways & Means Committee,  

On behalf of Fairmont Orchid, a resort located in Hawaii Island, we appreciate this opportunity to provide comments 
on HB321 HD1 SD1.  
 
This pandemic has cast a grim financial reality upon the state of Hawaii and we understand your need to address 
substantial budget shortfalls. While the earmarked funds generated from the Transient Accommodations Tax (TAT) 
has been called into question, we would like to express concerns about removing the TAT allocation provided to 
counties, as it may further hinder the economic recovery of the hospitality industry.   
 
Counties must receive a fair share of TAT funds collected by the state to keep pace with growth in the tourism 
industry. While a cap on the amount of allocation to counties was instituted in 2012, visitor growth has increased 
exponentially since then. If a more equitable distribution of funds was created, it would help counties address the 
impact of visitors to the island.  
 
Counties should not be allowed to create an additional TAT surcharge on the visitor industry, as it may deter 
travelers from visiting Hawaii. The state of Hawaii is currently ranked third in the nation in terms of state rates of 
lodging taxes, when you take TAT and GET taxes into consideration. If we allow an additional county surcharge, we 
run the risk of having the highest lodging tax rates in the country. As economists predict it could take years for our 
visitor industry to fully recover, we should not create an additional financial burden for visitors during a time when 
we should instead focus on building momentum for the hospitality industry.    
 
As we are not expecting a full economic recovery for years, we respectfully oppose HB321 HD1 SD1, as we are in 
favor of counties receiving an adequate percentage of TAT funds collected by the state of Hawaii.   

 

Sincerely, 

  
Charles Head 
General Manager  

https://twitter.com/FairmontOrchid
https://www.facebook.com/fairmontorchidhawaii
https://www.youtube.com/user/fairmontorchidhawaii
http://www.tripadvisor.com/Hotel_Review-g2312116-d113123-Reviews-The_Fairmont_Orchid_Hawaii-Puako_Kohala_Coast_Island_of_Hawaii_Hawaii.html
http://instagram.com/fairmontorchid
https://www.fairmontorchid.com/
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L E G I S L A T I V E    T A X    B I L L    S E R V I C E 

TAX FOUNDATION OF HAWAII 
126 Queen Street, Suite 304  Honolulu, Hawaii 96813  Tel. 536-4587 

 
 
SUBJECT:  TRANSIENT ACCOMMODATIONS, County Surcharge on TAT 

BILL NUMBER:  HB 321, SD1 Proposed 

INTRODUCED BY:  Senate Committee on Ways and Means 

EXECUTIVE SUMMARY: Repeals the distribution of transit accommodations tax revenues to 
the counties.  Authorizes each county to impose a surcharge on transient accommodations tax. 

SYNOPSIS:  Adds a new section to chapter 46, HRS, to authorize counties to adopt a surcharge 
on TAT: 

Adds a new section to chapter 237D, HRS, providing for the surcharge, and limiting the 
surcharge to 25% of taxable gross rental, gross rental proceeds, and fair market rental value.  
States that all provisions of the TAT law apply to the surcharge.  

Adds a new section to chapter 248, HRS, to provide for a “skim” of 1% of the gross collections 
of TAT surcharge that will be retained as State general fund realizations. 

Amends section 87A-42, HRS, to delete the language mandating sequestration of the county’s 
share of TAT moneys if the county has not made its required contributions toward Other Post-
Employment Benefits for public workers such as pensions (ERS) and health benefits (EUTF). 

Amends section 237D-6.5, HRS, to delete the current provision earmarking $103 million 
annually to the counties. 

Makes other technical and conforming amendments. 

EFFECTIVE DATE:  Upon approval; repeals on 12/31/2026.  

STAFF COMMENTS:  In law prior to 2009, the TAT was levied at the rate of 7.25% on most 
transient accommodations.  Once collected, 44.8% of the tax, after satisfying specified earmarks, 
was distributed to the counties.  Act 61, SLH 2009, increased the TAT rate to 8.25% between 
7/1/09 and 6/30/10 and to 9.25% between 7/1/10 to 6/30/15.  Act 161, SLH 2013, made 
permanent the TAT rate of 9.25% and changed the allocations of TAT from a percentage basis to 
a specific dollar amount. 

After the counties complained about their allocations, Act 174, SLH 2014, required a state-
county functions working group to be convened to evaluate the division of duties and 
responsibilities between the State and counties relating to the provision of public services and to 
recommend an appropriate allocation of the transient accommodations tax revenues between the 
State and counties that properly reflects the division of duties and responsibilities relating to the 
provision of public services.  The working group met and issued a report to the 2015 legislature, 
recommending that the percentage allocation of the TAT be restored.  Bills were drafted to adopt 
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Re: HB 321, SD1 Proposed 
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that recommendation.  The bills did not pass.  After some years of going back and forth, Gov. Ige 
in 2019 announced that his administration would submit a bill to restore some form of 
percentage allocation to the counties.  That bill, BUF-21 (19), failed to pass. 

The current bill presents one way to end the bickering.  “Stop complaining about the amount 
allocated to you from the TAT,” the bill’s proponents seem to be saying, “because we’ll give you 
the authority to impose TAT on your own.” 

We have concerns about the 10% penalty on the gross tax due for failure to file the 
apportionment schedule or to correctly apportion the tax to the counties.  We realize that the 
penalty is modeled after the one that already exists in HRS section 237-8.6 relating to the county 
surcharge on state tax, but we think that the amount of the penalty imposed by either law can be 
grossly excessive and is not in proportion to the harm suffered by the government.  We prefer a 
rule that would allow a county who has been aggrieved to recover a penalty that would be a 
percentage of the amount of deficiency from the county’s perspective.  For example, if a 
taxpayer earns $100,000 in taxable gross rentals and fails to file the schedule, and the gross 
rentals are located on Maui where Maui has, we assume, adopted a 1% surcharge, then the 
penalty would be a percentage of the $1,000 deficiency that Maui has suffered, instead of 
$10,000 which, under the bill, would all go to the State. 

We also have concerns about proposed section 237D-___(h), which would require a fiscal year 
taxpayer to file short period returns in the year the surcharge becomes effective.  In previous 
TAT rate changes, the Department of Taxation was able to come up with a form that 
accommodated periods before and after the rate change.  Thus, we don’t believe that such a 
provision is necessary at this time. 

Digested 3/23/2021 
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